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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 


1987(est.) 


Domestic Economy 
Population (millions) 


Population growth (%) 

GDP in current dollars (billion) 
Per capita GDP (current dollars) 
GNP in current dollars (billion) 
Per capita GNP (current dollars) 
GDP (million NIS) (1980 prices) 
GDP % change 

GNP (million NIS) (1980 prices) 
GNP % change 

Consumer Price Index (% change) (a) 
Interest rates (% monthly) (b) 
Wholesale price index (1977=100) 


Production and Employment 
Labor force (1,000s) ei d i 1.50 
Unemployment (%)(b) 5. ‘ a 6.8 
Industrial production, % change in 

local currency, 1983=100 4. ; ; n/a 
Govt. deficit(-)/surplus, as % GDP + ; ‘ 3.3(-) 
Industrial production index (1983=100) 104. ‘ n/a 
Productivity growth/worker % -1. é ; 1.3 


Balance of Payments (1,000 dollars) 
Merchandise exports (f.o.b.) 5 622. : : 7,190.0 
Merchandise imports (c.i.f.) 8,072. ; ; 9,313.0 
Trade balance -2,449. 7 ; -2,123.0 
Goods and services account -4,816. . i -5,310.0 
Foreign direct investment (new gross) -39. ; ‘ 190.0 
Foreign debt (year end) 23,748. ‘ ; n/a 
Debt service paid (net) 4,046. : ; 4,140.0 
Debt-service ratio as % 

of merchandise exports 72. ; é 57.6 
Foreign exchange reserves (year end) 3,098. ’ .0 n/a 
Average exchange rate for year (US$l1=NIS) 0. ; . 4878 1.6 


U.S.-Israel Trade 

.S. exports to Israel (c.i.f.) 1, 756. 1,679. ; n/a 
.S. imports from Israel (f.o.b.) 1,644. 2,138. é n/a 

. trade balance with Israel 11. -459. -558. n/a 
.S. share of Israeli exports 28. 34. we n/a 
.S. share of Israeli imports 21. 20. 18. n/a 
.S. economic aid 1,200. 1,950 (c) 1,900.0(c/d) 1,200.0 
.S. military aid 1,200. 1,800.0 1,800.0 1,800.0 





Principal U.S. exports (1986): machinery and mechanical equipment; agricultural 
products; optical and measuring instruments; metal and metal products. 


Principal U.S. imports (1986): polished diamonds; mechanical instruments; 
chemicals; optical and medical instruments. 


Sources: Central Bureau of Statistics, Bank of Israel, and Finance Ministry 


Note: Using an average annual rate of exchange may produce misleading accounting 
because the rate was changing rapidly for 1984 and 1985. 


n/a = not available 

(a) Year end to year end. 

(b) Annual average. 

(c) Includes one-time U.S. grant of $750 million in special assistance. 
(d) Includes return of 4.3% due to Gramm-Rudmann-Hol lings. 





SUMMARY 


The Government of Israel's Economic Stabilization Program of July 
1985, designed to tackle a balance of payments (BOP) deficit and 
hyperinflation, succeeded in part due to the Program and in part due 
to felicitous international circumstances. The current account of 
the balance of payments shows a surplus of $1.37 billion for 1986 
but may be negative for 1987; the level of inflation was only 1.5 
percent per month in 1986 and seems to be running at a rate of 1 to 
2 percent a month for 1987. Moreover, foreign exchange reserves are 
at a record high although foreign debt has increased slightly. 
Nearly two years of stability has encouraged growth. Output of the 
industrial sector increased 3.7 percent for 1986. 


Maintaining the progress achieved and stimulating further growth are 
the new goals. The Government recognizes that it faces several 
difficulties: keeping wage increases in line with productivity; 
controlling public and private pressure for assistance; and adhering 
to the budget while encouraging the capital market. So far the 
Ministry of Finance and the Bank of Israel have presented a series 
of measures, some of which have already been implemented, designed 
to enhance conditions for growth. They included cutting government 
expenditures, reforming income taxes and the capital market, 
lowering interest rates, and relaxing some foreign currency 
controls. Early signs for 1987 are positive, although worrisome 
signs indicate trouble for the balance of payments. 


Several factors combine to make Israel an attractive market for U.S. 
products: the Free Trade Area Agreement is reducing customs duties 
for both countries and the number of items requiring import 
licences; the more competitive dollar has ignited interest ina 
broader range of U.S. products; Israelis have a favorable 
orientation toward the United States and U.S. products; and, most 
importantly, the economic program provides the U.S. exporter a more 
sound and confident marketplace than has been the case in recent 
years. In this environment, both the standard high-tech exports and 
the less sophisticated industrial and consumer items should do well 
in the foreseeable future. Israel's merchandise imports from the 
United States rose in 1986 by $110 million to $1.79 billion, or to 
18.6 percent of total imports. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Stabilization Plan--Phase II: The adoption by the National Unity 
Government of the Economic Stabilization Program in July 1985 was a turning , 
point for the Israeli economy, which had been in serious straits during 1984 
and early 1985. Of the Program's two objectives (arresting inflation and 
narrowing the balance of payments gap) only the first has been clearly 
attained. Inflation was reined in and fell to 19.7 percent in 1986 from 
185.2 percent in 1985. The rate of exchange remained stable during 1986 at 
around NIS 1.5 to the U.S. dollar, although the shekel declined vis-a-vis 
other international currencies in tandem with the weakening of the dollar. 
During 1986, a budget surplus emerged as a result of a decline in public 
consumption and a sustained increase in tax receipts and in remittances from 
abroad. The current account on goods and services improved, and the GDP 
grew by 2.2 percent, somewhat ahead of population growth. The rise in 
private consumption, however, reached a peak not attained since 1981, as 
civilian imports continued to increase. 


Although October 1986 brought the "rotation" in the National Unity 
Government from the Labor Party to the Likud Party, there was no change in 
the direction of the Stabilization Program. The Ministry of Finance and the 
Bank of Israel presented a series of reforms late in 1986 to stimulate 
growth, particularly in exports. The main elements were: further trimming 
of government expenditures; cutting the marginal income tax on individuals 
and corporations; eliminating tax concessions and exemptions; reforming the 


capital market by allowing the private sector to raise funds at terms 
comparable to the Government's; lowering interest rates; narrowing the gap 
between international and domestic interest rates; and easing foreign 
currency controls. Some steps have already been taken. They (a) reduced 
the budget in real terms by NIS 400 million ($240 million); (b) further 
reduced subsidies of basic commodities and public transport; (c) lowered 
marginal income tax rates, e.g., from 60 to 48 percent on individuals and to 
45 percent on corporations; (d) reduced interest rates and narrowed interest 
rate differentials between government and private bonds; (e) decreased the 
banks' liquidity requirements and requirements on other institutions, such 
as pension funds, to invest in government paper, thus increasing the credit 
available to private enterprise; (f) initiated other capital market reforms, 
and (g) raised foreign currency allocations for travellers abroad and 
relaxed some currency controls. Other measures, which required Knesset 
approval, such as the abolition of tax exemptions, were not enacted. 


In addition to the success of the Program, the Israeli economy benefited 
from declines in the dollar, the price of oil and other commodities, and in 
international interest rates, and from a supplement of $1.5 billion in U.S. 
assistance, delivered half in USFY 1985 and half in USFY 1986. These 
circumstances are unlikely to occur again. 





Developments during the first 5 months of 1987 provide mixed signals. They 
include: a reduced sense of urgency for economic reform; compensation for 
the earlier wage erosion; sustained demand for consumer durables; growth of 
exports below, and of imports above, estimates; and pressure on the 
Government to support organizations, such as the moshavim and the kibbutzim, 
facing financial troubles. These trends increase the pressure on the trade 
balance and on the government budget. 


National Accounts: Israel's economy grew slowly in 1986 after moderate 
growth in 1985. The GDP increased by 2.2 percent in real shekel terms to 
$27.6 billion versus 2.8 percent growth the year before or somewhat more 
than the population growth of 1.6 percent. Private consumption grew to 
$17.6 billion, or by 14 percent. Private consumption per capita increased 
10 percent. The rise in consumption of durables was high, i.e., 46.3 
percent, and expenditures on foreign travel rose 28 percent. Real public 
consumption dropped 12.0 percent, mainly due to a 33.4 percent drop in 
defense imports. Domestic defense consumption shrank 7.7 percent, while 
domestic civilian consumption dropped 1.7 percent. Public consumption per 
capita dropped 4 percent, after decreases of 1 to 2 percent in each of the 
preceding 5 years. The volume of direct government support for local 
production dropped by 40 percent, but transfer payments to households rose 
17 percent. GDP growth in the industrial sector was 3.7 percent in 1986, 
fueled largely by domestic demand. After a healthy start in 1987, the 
Government anticipates sustained economic activity in the last half of 1987, 
so that growth overall for 1987 could be over 3 percent. 


Public Finance: The central government operational budget for IFY 1986/87 
(ending March 31, 1987) showed a surplus of NIS 346.5 million ($231 million) 
compared with a smaller surplus of NIS 84.8 million ($62 million) the year 
before. The government expenditure budget (including debt service, but not 
debt to the central bank) was NIS 33.4 billion ($23.3 billion) which 
represents a real 7 percent decrease from the IFY 1985/86 budget. Of total 
expenditures, 44 percent was earmarked for debt repayment, 23 percent for 
defense, 5 percent for development projects, and the balance (28 percent) 
for ordinary government operation, including transfer payments. Of IFY 
1986/87 revenues, 52.5 percent came from taxes and compulsory payments, 22.5 
percent from domestic loans, 21.5 percent from foreign grants and loans, and 
the balance from interest and royalties. 


For the current IFY (ending March 31, 1988), the Government expects a 
deficit of NIS 1.39 billion ($865 million), or 3.5 percent of total planned 
expenditures of NIS 40.1 billion ($25.1 billion). The emergence of a 
budgetary deficit, following two years of surpluses, is explained by the 
conclusion of the U.S. special assistance and an increase in government 
domestic outlays. The budget deficit is defined as the portion of budget 
revenues which the Central Bank lends to the Government; such borrowing from 
the Central Bank adds to inflationary pressures. The budget, as of June 1, 
1987, awaited Knesset approval of the education and health ministry budgets, 
which include an additional NIS 100 million. Other groups, such as the 
moshavim and the kibbutzim, also have requests for special assistance before 
the Government. 





During IFY 1986/87, the Government recycled most of its redeemed domestic 
loans and savings schemes. The Government's capital raising reached $4.6 
billion as against total budgetary redemptions of $4.3 billion (principal). 
The total external debt at the end of 1986 stood at $24.8 billion, of which 
71 percent was long-term, 16 percent medium-term, and 13 percent 
short-term. Long- and medium-term debt repayments over loan receipts in 
1986 amounted to $150 million as against $171 million in 1985. In October 
1987, the Government will be required to redeem $1.2 billion in nontradeable 
bank shares, which it had guaranteed when the value of those shares 
collapsed in 1983. Central bank officials do not expect this to cause 
difficulties. 


Monetary Policy: During 1986, the central bank relaxed its monetary policy 
by allowing the banks' liquidity ratios to drop and by reducing interest 
rates during the course of the year. The real effective interest rate on 
approved loans declined gradually from 7.2 percent a month in the last 
quarter of 1985 to 1.6 percent monthly in the last quarter of 1986. There 
has been a further decline in the first half of 1987 and commercial rates 
for short-term credit now are around 18 percent a year with expectations of 
dropping further. This decrease in interest rates caused the volume of 
short-term credit to expand in 1986 by 21 percent in real terms. 
Apparently, real interest rates are still too high to stimulate investment 
in the productive sectors and to bring about greater growth. On the other 
hand, high interest at a time of relative stability is inducing foreigners, 
and residents holding foreign currency, to convert their money and deposit 
it in shekel accounts, thus contributing to the rise of foreign exchange 
reserves. The public adjusted its investment and savings portfolio to the 
deceleration in inflation and increased its unindexed shekel holdings faster 
than those indexed to the consumer price index (CPI) or to the exchange 
rate. According to the Bank of Israel, further easing of the monetary 
restraint policy will depend on success in keeping inflation low and on the 
Government's ability to trim expenditures and prevent deviations from the 
approved budget. 


Balance of Payments: For the second consecutive year, Israel recorded a 
surplus in its current account (imports and unilateral transfers minus 
exports); this surplus reached $1.37 billion in 1986 compared with $1.097 
billion in 1985. The current account surplus contributed, according to the 
IMF definition, to a $952 million increase in foreign exchange reserves, 
reaching a record $4.7 billion (or $4.2 billion without foreign resident 
holdings) at the end of 1986. Reserves have continued to grow in 1987 and 
stand at $4.95 billion (IMF definition) at the end of April 1987. 


The deficit in the goods and services account in 1986 increased slightly to 
$3.97 billion, as exports grew 7.5 percent to $11.71 billion against a 5.7 
percent increase in imports to $15.69 billion. Direct defense imports 
decreased 37.8 percent to $1.11 billion, meaning the civilian current 
account gap widened in 1986 by 32.5 percent to $2.85 billion. 





Net civilian commodity imports totalled $8.89 billion, up $1.25 billion 
(16.2 percent) from 1985. This was due to an increase of 63.8 percent in 
consumer goods, 11.1 percent in production inputs, and 13.2 percent in 
investment assets. The surge in merchandise imports is partly attributable 
to the rise in consumer buying power, as the shekel remained stable against 
the dollar, inflation settled to about 20 percent, and real earnings 
increased 7 percent. Import of services (excluding capital services) 
reached $3.54 billion, i.e., an increase of $492 million, principally $302 
million in tourism services and $69 million in transport. The capital 
services account (payments and receipts of interest) recorded a deficit of 
$1.67 billion, versus $1.74 billion in 1985, as payments reached $2.59 
billion against receipts of $926 million. 


Net commodity exports rose less than commodity imports, i.e., by $866 
million (14.4 percent) to $6.86 billion. Of the export growth, $402 million 
was in polished diamonds (which have a relatively high import component) ; 
$351 million in other industrial products; and $86 million in farm produce. 
Export of services (excluding capital services) remained stable at about 
$3.5 billion, of which $1.3 billion was transport and $930 million tourism. 


Unilateral transfers totalled $5.3 billion in 1986, $295 million more than 
in 1985. As in preceding years, the bulk of these transfers stemmed from 
U.S. Government military and economic grants, which according to the Central 
Bureau of Statistics totalled $3.8 billion. All U.S. assistance is grant. 
For USFY 1987, this amounted to $3.0 billion. Institutional transfers 
(e.g., the United Jewish Appeal) comprised $598 million; transfers by 


individuals, $539 million; and restitutions from Germany, $424 million. 


The deficit on capital account increased slightly by $66 million, from $531 
million in 1985 to $597 million in 1986. 


The Ministry of Finance is projecting a small deficit of $120 million on 
current account in 1987. Defense imports are scheduled to increase by about 
$1.5 billion, and the costs of oi] and key commodities are likely to rise 
over the year. Data for the first quarter of 1987 indicate the current 
account deficit may be significantly larger than estimated. First quarter 
imports increased 23 per cent over first quarter 1986, while exports grew 
only 10 percent. The Finance Ministry also has projected a small surplus of 
$190 million on the capital account for 1987, but first quarter data show 
Israel is experiencing an influx of foreign capital, attracted to short-term 
deposits by the high domestic real rate of return. If maintained, this 
influx will increase the 1987 capital account surplus considerably. To 
finance the 1987 shortfall, Israel will still have to rely on U.S. 


assistance, foreign private and institutional remittances, and on external 
borrowing. 





Inflation: The CPI rose 19.7 percent in 1986 as against 185.2 percent in 
1985 and 444.9 percent in 1984. The steep drop in inflation in 1986, to the 
lowest rate since 1972, was the clearest achievement of the Economic 
Stabilization Plan. The exchange rate of the sheke! remained constant 
throughout 1986 at around NIS 1.5 to the U.S. dollar. Against European and 
Japanese currencies (except the pound sterling), however, the shekel 
depreciated by 16 to 25 percent. The moderate inflation of 1986 was based 
on (a) the strengthening of major European and Japanese currencies versus 
the shekel; (b) a real 7 percent increase in average wages; (c) the surge in 
private consumption; and (d) the central bank's relaxation of credit and the 
lowering of interest rates. To offset wage increases during 1986, the 
Government, on January 13, 1987, devalued the shekel by 10 percent (to NIS 
1.64 to the U.S. dollar). Yet, contrary to expectations, inflation rose 
slowly--6.8 percent during the first third of 1987. Factors which 
contributed to slowing inflation are: a balanced budget in IFY 1985/86; an 
estimated budgetary surplus of $231 million in IFY 1986/87; and price 
controls which still cover a number of goods and services. 


In formulating the budget for 1987, the Government projects inflation at 
about 9 percent. The forecast depends on the economic plan, no further 
change against the U.S. dollar, no real wage increase beyond productivity 
rises, further trimming of public outlays, and stability in the prices of 
imported production inputs, commodities, and oil, and in international 
interest rates. Early elections (i.e., prior to October 1988) could erode 
the trend toward greater stability, since “election economic" policies have 
traditionally included public spending. 


Prices and Wages: In August 1986, the Government linked the shekel to a 
trade weighted basket of the currencies of Israel's major trading partners: 
U.S. dollar, 60 percent; the West German mark, 20 percent; the pound 
sterling, 10 percent; the French franc and the Japanese yen, 5 percent 
each. The rate of the basket as of June 3, 1987, was NIS 1.68 to the basket. 


Prices remained fairly stable in 1986, as price controls were relaxed on 
many items in the consumer basket, except those provided by monopolies and 
cartels or health and education services. Price controls, despite demand, 
produced no major shortages or black market suppliers. 


The wage erosion of 1985 was recouped in 1986 and early 1987. Wages in the 
private sector at the end of 1986 were 136.3 (base 1978 = 100), compared to 
the low point in October 1985 of 99.4. In the public sector, they stood at 
113.0 at the end of 1986, against a low point of 90.0 in October 1986. 
There were subsequent increases in the first half of 1987. The private 
sector has a wage agreement with the Histadrut Labor Federation until March 
31, 1988. The public sector agreement expired March 1, 1987, and is being 
renegotiated. The Histadrut is seeking a real wage increase to compensate 
for the differential in the private sector. The Government has been 
unwilling to fund increases beyond the cost of living agreement (COLA). 





The COLA stipulates an adjustment of 70 percent of the CPI increase whenever 
inflation exceeds a 7 percent cumulative increase. This weakens the linkage 
between wages and inflation somewhat. Effective April 1, 1987, a new bill 
established the minimum wage at 45 percent of the average wage (excluding 
premium pay). Although workers now experience no significant wage erosion 
and benefit from changes in the tax law which increase their take-home pay, 
they still have increased expenses due to reduced subsidies and benefits. 


Employment and Productivity: Unemployment rose to 7.1 percent of the 
civilian labor force in 1986 from 6.7 percent in 1985. This was the highest 
annual average unemployment rate since 1968. For 1987, it is forecast to 
drop to 6.8 percent and first quarter 1987 figures show a level of 5.7 
percent. The number of persons employed increased 1.4 percent to 1.37 
million. Employment grew fastest in commerce (6.2 percent), followed by 
industry and mining (4.2 percent) and finance (2.0 percent). Employment in 
the public sector remained stable, but fell by 14.4 percent and 2.9 percent 
in building and agriculture, respectively. Productivity per worker, low by 
European and U.S. standards, is expected to increase 1.5 percent in 1987. 


Trade: The United States remains Israel's largest single trading partner, 
although trade with the European Community is larger overall. Non-military 
Israeli imports from the United States increased from $1.68 billion in 1985 
to $1.79 billion in 1986, or to 18.6 percent of Israel's merchandise 
imports. Israel's sales to the United States increased by nearly 10 percent 
to $2.35 billion and constituted 32.9 percent of total exports. For the 
second year, Israel had a surplus in its civilian trade with the United 
States; it was $559 million. 


Four trading arrangements help Israel: (1) the U.S. Generalized System of 
Preferences (GSP) allows 2,700 manufactures to enter the United States 
without duties; (2) Israel is granted GSP-type treatment by the European 
Community (EC), Sweden, Finland, Norway, Austria, Switzerland, Canada, 
Japan, Australia, and New Zealand; (3) Israel has an agreement with the EC 
which eliminated or lowered the duties between the EC and Israel for 
nonagricultural products; and (4) the U.S.-Israel Free Trade Area (FTA) 
Agreement, effective September 1985, will eliminate duties on all products 
traded between the two countries by 1995. Under the FTA, most products 
received immediate duty free status in 1985; staged reductions are taking 
place on others; and reductions on a third category will be negotiated by 
1990. The U.S.-Israel FTA also includes a nonbinding agreement on trade in 
services. Negotiations are under way to make the services agreement binding. 


Israel established the Red Sea port of Eilat as a Free Trade Zone with 
significant benefits to local residents and entrepreneurs. The impact of 


this change has not yet been felt in the economy, but the region's tourism 
trade has been booming for the past three years. 





IMPLICATIONS FOR THE UNITED STATES 


The competitive dollar, the U.S.-Israeli FTA, Israel's high level of 
industrial sophistication, and a general Israeli interest in the United 
States make Israel an attractive market for U.S. exporters. The shekel has 
remained at a near constant level vis-a-vis the dollar, while European and 
Japanese goods have become more costly. The relatively low rate of 
inflation and growing foreign reserves have encouraged Israeli businessmen 
to a wary optimism. This should result in a more expansive, confident view 
of the economy and growing opportunities for U.S. companies. U.S. 
businessmen should note that Israel is ranked 21st in terms of U.S. exports 
by value and second only to Canada in per capita imports of U.S. goods. 


The FTA has put U.S. goods back on a competitive par with those of the EC. 
The value of tariff advantages gained for most U.S. products through the FTA 
has been confirmed indirectly by the complaints received from those 
exporters not yet enjoying the full benefit. The Embassy also has received 
several inquiries from U.S. companies concerning restrictions on 
certificates of origin. Those firms export via Europe, warehousing their 
products there for distribution to Europe, the Middle East and Africa. 
Unfortunately, such handling cancels the FTA's benefits for U.S. goods. 


U.S. exporters interested in learning more about the FTA can attend 
conferences planned in cities throughout the United States. (Israel 
Information Center, 202/377-4652.) Also, the U.S. Department of Commerce 
will support U.S.-Israel Trade Week, October 18-20, 1987, in Washington. 
This international conference will be an excellent opportunity for U.S. 
exporters to learn more about Israeli markets. 


Although the Israeli businessman's increased interest in sourcing products 
in the United States has been evident to the Embassy, this interest is still 
not reflected in an increased U.S. share of the import market. The Embassy 
continues to hear stories of Israeli firms seeking U.S. suppliers to replace 
European and Japanese companies; an advantage for U.S. exporters does 

exist. American companies should be aware and act. 


The areas of interest are broadening. At a recent international exhibition 
held in Tel Aviv, "Technology 87," a range of U.S. industrial products 
gained acceptance. Over 60 firms were represented in the U.S. Pavilion and 
products of other U.S. firms were found throughout the show. Sophisticated 
machine tools, measuring equipment, specialized metal preparations and hand 
tools received strong interest. Unsurprisingly, there was also interest in 
equipment and software for the electronics industry. The success of this 
show, which resulted in almost $1.5 million in floor sales, demonstrates the 
potential market for U.S. products in Israel. 





Not only are Israeli businessmen gaining interest in the U.S. market, U.S. 
firms and organizations are also seeking the Israeli market. The State of 
Florida and the Commonwealth of Virginia are considering trade missions to 
Israel in the fall and winter of 1987. Exporters in those states should 
consider participating in these events. 


Although the market for U.S. products is broadening into less sophisticated 
industrial as well as the consumer areas, high technology products connected 
with the electronic industry remain the best prospects. 


Metalworking is a strong, highly developed industry in Israel, purchasing 
$200 million in equipment annually. About 80 percent is imported. The U.S. 
share--about 20 percent--was declining but Israeli interest in potential 
U.S. suppliers is evident. U.S. firms have an opportunity if they are 
prepared to meet the demands of a market with strict requirements imposed by 
the defense and aircraft industries and where there is a premium on quality. 


The United States continues to hold its own in computers and peripheral 
equipment, where the mini-computer market continues to grow. The U.S. share 
is more than 50 percent of a $350-400 million market, with the defense 
industry generating much of the demand. Software imports are over $50 
million in Israel and growing rapidly. The United States has a third of the 
market. Israel's own 120 software houses generate over $150 million in 


products annually but appear to be highly interested in cooperating with 
U.S. firms. 


The chemical and petrochemical industries in Israel will purchase an 
estimated $125 million in process control instrumentation and equipment in 
1987. The United States had 52 percent of a $95 million import market in 
1986. Best prospects include environmental control defect identification 
products and on-line chemical analyzers. 


Telecommunication is also traditionally a strong market for imports. The 
United States holds about half of the $100 million import market. A 
proposed satellite system, a cable system and a second channel appear on the 
horizon. A Voice of America transmitter station in Israel is in 
negotiations which should be completed soon. Electronic components, despite 
competition from the Far East, continue to be dominated by U.S. suppliers. 
They have an estimated 60 percent of a market totalling over $200 million. 


The above-mentioned sectors include the traditional and, in fact, the 
biggest market for U.S. goods. With the competitive dollar, scarcely an 
area is without some promise. The major department store, Hamashbir, is 
holding a two-week promotion of U.S. apparel this fall. Important Israel 
graphic arts distributors visited the United States seeking suppliers. 
Safety and security equipment appear to have a growing market, although 


local production is considerable. In short, Israel is a market worth 
looking at. 





